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mA"  EASTRRN EUROPE. ALBANIA, French Iegation Reporhs Governmentel Crisis,
The French Leg in Tirana reports that an atmosphere of crisis continues
in the Albanian capital, Disagreement smong the high-lsvel gove?nmen%
officisls has broken out over implemention of the harsh law agglnst
terrorist activities decreed on 26 Feb as a result of the bombing ”
of the Soviet Ieg on 19 Feb, The Minister of Justics, Dr: Manol ganaml,
has reportedly resigned in protest against the decree which depr1v§s
the accused of all legal rights, and includes arbitrary arr?st, trials y
in cemera without defense counsel, conviction without appeal, and exe—
cution immediately after sentence. According to the French leg, Konomi, »
Vice Premier Tuk Jakova, and Major General Spiro Mpisiu, comander of
the Tirana Gerrison, with the support of Premier Enver ?xha are sympa=
thetie with the population, The Minister of Interior, Major General
Mohmet Shehu, who is gemerally regarded zs the eventual successor to
Hoxha, l1eads the opposing pro-Soviet faction. The Leg report? that the
divergence of views between the two groups explains the tension pre-—
vailing in the ministerial residential quarter, which is under mili-
tary guard not only for gsecurlty purposes bul alse because several
dissident ministers are reported to be confined to their homes, The
leg coneludes thatb because of the profound domestic disturbance the
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Soviet erip on Albenia has been accelerated and strengthened. [::::::::] 25X1
| COMMENT: Premier Hoxha has been reported to be
nothing but a convenient Soviet figurehead in Albania for some"time. 25X1
Shehu, on the other hand, has the reputation of being the leading agent
of Soviet policy in the country.| ‘bear out the French lega- 25X1

tion's conclusion that Soviet influence and direction in Albania have
greatly inereased during the past six months.

mpn  POLAND, 1951 Budget Double That of 1950, In a preliminary analysis of

the Polish budget and economic plan for 1951, which were presented to

the Polish Sejm as one document, the US Emb reports that announced
revermes will total 55,972 billion zloties and expenditures 51,891
billion zloties, with the surplus allocated for "scasonal difficulties
and gusranteed stabilization of the currency,” The 1951 budget repre=
sents an increase of approximately 28 billion zloties in the new

deflated currency over that of 1950, which the Emb aseribes to (1) inclu-~
sion of regiomal budgets in the national budget, (2) the increased
volume of state controlled activities, and (3) greater investments in
industry, fAccording to official figures, 72% of the budget is devoted

to inereasing the economic potential and "gocial-cultural” activities,
12,9% for administration and justice, 7.2% for defense and 7.9% for
"other" activities, The offical report adds that one fourth of ‘the
national income is devoted to "investments,” According to Fmb calcu-
lations based on official figures, expenditures for defense increased

by about 50% (i.e., from 2.5 to 3.7 billion zloties, although the over-
all 1951 budget is 105% greater than that of 1950).'The allocatlon for
state agricultural machinery centers, an importanc factor in the
collectivization of agriculture, is increased by 231%, in order to facile ~
itate "the passing over to cooperative farms." | | 25X1
COMMENTs The greatest emphasie in the 1951 Polish budget is, similarly
to that of 1950, on capital investment., Despite the fact that the Polish
army has been expanding in recent years and its equipment has steadily
improved, the official percentage allocations for military activities
have decreased — (8,4% = 1949, 7.9% ~ 1950, and 7.2% — 1951). Poland's
official rate of exchange has been the totally unrealistic one of 4
zloties per dollar since 29 Oct 50,when Poland announced the pegging

of its currency to gold, :

! t

"BY  YUGOSLAVIA. Chempion of Nationalist Communism. In a recent discussion
of the question of Chinese Commmnist representation at the forthcoming
session of the UN Human Rights Commission, a Yugoslav delegate 1o the
UN declared that his Govermment would support the admission of Communist
China for purely political reasons. He stated thet the Yugoslav position
was not based on any fear of aggravating the USSR or any hope of gaining
Mao's friendship, but rather on Yugoslavia'ls intention to maintain its
position as the champion of nationalist Commmunism, The Yugoslav delegate
stated that by supporting another Communist Government, Yugoslavia
deprived the USSR of the possibility of diserediting it as a Communist
entity, or of claiming that Yugoslavia hed deserted the Communist cause
and joined the Western Powers, | | 25X
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wEn Social Consulstes gt Zabreg and Split Cloged. US Emb Belgrade reports
that the Yugoslav Goverrment has requested the USSR to close its consulates
in Zagreb and Split and to remove their elght staff members from Yugoslav
territory immediately, The request was based prineipally on the grounds
of the lack of reeiprocity, since the USSR does not permit Yugoslav cone
sulates outside of Moscow, The Yugoslav Government also noted that the
Soviet consulates in Zagreb and Split had no proper consular functions
to justify their existence, According to the US Emb Belgrade, the Soviet
Government has already complied by closing the consulates and the Soviet
personnel are preparing to leave the counmtry, |

25X1
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RN TRAN, Wew Strikes Snreed in the 01l Fields. The totel numbsr of workers
now on strike in the oil ficlds of southern Iran number 12,000, according
to a report from the Anglo-Iranian Oil Company (AIOC). The present stop-
page, as reported by AIOC spokesmen, is the result of a strike by trans-
port workers at Masdjed Soleiman which has prevented workers in nearbv
fieldg from treaching their jobs. The AIOC also reported that the strike
was led by 32 organizers associated with the pro-Soviet Tudeh Tarty, but
posing ag Wational Front members. \ \ 25X1
\COMMENT: Currently unstable conditions in Iran rro=- “25X1
vide the pro-Soviet Tudsh Party with an excellent opportunity to further
the Communists! traditionsl policy of promoting Iranisn dependence on its
Soviet neighbor and removing Western influence from Iran. While there
have been repsated rumors of collahoration between the Tudeh snd the
Netional Front in agitsting for nationalization of Iran's oil industry,
there continuss to be no direct evidence impliceting the Tudeh either in
the recent assassinations or in the pregent series of strikes. However,
Tudeh agitators are undoubtedly mctive among the strikers.

ncn New Propsgande Chief Named. Mohammed Hedjazl, well-known writer
and officisl of the Propaganda Department, has bheen appointed Chief of
the Department of Press and Propaganda. Hedjazi replaces Feryar, who
states that he resigned because the UN did not aprrove his teking leave
from that organization. | | COMMSNT: Hedjazi 25X1
is reportedly a close friend of Seyyld Zla ed din Tabatabal and once
edited Seyyid Zia's paper Vazifeh. The UK is supporting Seyyld Zia to
succead Prime Minister Ala, who has stated that he intended to remain
Prime Minister only until "~ strong man" could be found to replace him.
Accordingly, it is possible that the Hedjazi appointment may strengthen
Seyyld Zia's position as a candidate for the Prime Ministership.

"C" INDIA. Grain Needed Urgently. The Indian press is increasingly concerned
over the threat of femine for millions of Indians.. One of India's influ-
ential newspapsrs, the Hindustan Times, editorially points ont that it is
no longer a question as to whether the US gives food to India as a gift or
on an "easy-term loan;" the only important point, according to the editorial,
is that food reach India quickly in order "to avert another vast human
tragedy; to deley aild under these circumstances is to deny it."| | 25X1

| | 25X1

"M PHILIPPINES. Huk Anniversary Passes Culetly. The ninth anniversary (29
March) of the Huks passed without the occurrence of threatened widespread

raids, | | 25X1

An Army spokesman sald defense measures, vhich included shifting sizeable
forces into the field =nd establishing guards around Manila and other large
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cities, apparently caused the Huks to forego their planned "celebration",

The Army will continue on the alert, howsver, in the belief that the Huks

are merely biding their time in the hope the troops will relax their

readiness for battle. | | COMMENT: Failure of 25X 1
. the Huks to launch widespread raids on 29 March indicates they must still
(1) rely heavily upon the element of surprise, and (2) avoid frontal con-

tact with the Armed Forces.

mA"  INDOGHINA. Viet Minh Continues Attacks in Tonkin. Localized attacks by
the Viet Minh on the French defense line between Hanol and Haiphong have
been renewed after a brief lull. French forces have so far succeeded in
repulsing these attacks and are awaiting an expected major offensive.
\ | COMMENT: Unless the Viet Minh launches its 25X 1
major offensive soon, clear weather, which will certainly come before mid-
April, will premit French aviation to operate effectively, thus greatly
enhancing French cepabilities.

now French Officials Stall OFf° US Projegt. French procrastination
with respect to an offer of US financial assistance to local Chinese
schools has prompted Minister Heath to comment that this project and many
other US projects in Indochina seem clearly to be viewed by the French
as "temporary expedients to be endured until the current time of trouble
passes and at worst as chips at the foundation stones of French authority
in this country." | | 25X1

nen Vietnamese Police Restive in Hanol. The recent shake-up in top
pegsonnel of the administration of North Vietnam, which has been under-
taken at the instance of Premier Tren Van Huu, has produced unrest among
the Vietnemese police of Hanoi. There have been signs of a developing
police strike, records have been burned, and some political prisoners have
been released. The French Surete chief feels that the situation is under
control, but admits that it is "unpleasant®. ] \ 25X1
COMMENT: The Tran Van Huu government is generally unpopular and perti-
cularly so in North Vietnam. Huu's substitution in the North Vietnam ad-
ministration of his own incompetent followers for the capable outgoing
administrators (especially Governor Tri and Police Chief Tai) will
weaken the administration and the morale of non-Communist nationallsts
in that critical area.

25X1
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SECTION 3 (WESTERN)

GERMANY-FRANCE. Relation of Saar Question to Schuman Plan. The
Forelgn AfTairs Committee of the Federal Republic Bundes%%E has
decided unanimously to request Govermment negotiations with the
French for clarification of the Saar's status with respect to the
Schuman Plan, and Chancellor Adenauver's representative in Schuman
Plan matters supports this move, Although the committee does not
anticipate French insistence on signing the pool treaty for the
Saar, there is a "greal deal of conhcern" lest Schuman may later at-
tempt to represent the Saar in the pool's Ministerial Council.
Purthermore, Kurt Schumacherts deputy in the Socialist Party (SPD)
predicts .that the handling of the Saar issue "could have a decisive
influence on the outcome of Adenauert's efforts to obtain ratification
of the Treaty in the Bundestgg. Despite "strong evidence", however,
that final ratification may be achieved only by “an exceedingly slim
majority", it appears probable that it will be forthcoming. The
Government'!s refutation of SPD charges against the Schuman Plan has
apparently been well received by the public, which is believed to
favor strongly the development of supranational agencies.

AUSTRIA, Police Chief Transferred on Soviet Orders. Minister of
the Interior Helmer has revealed that the police chief of Viennats
22nd District was transferred from his post as a result of demands
made by the Soviet military commander in Vienna, The Soviet com-
mander expressed an inability to cooperate with the police chief
because of his "anti-Soviet attitude', and demanded the chief!s re—
placement by 15 March. The chief was transferred as of 16 March,
though Helmer contemplates further representations by the Austrian
Government to the Soviet High Commissioner. Helmer said he was not
informed of the nature of the chief'!s "anti-Soviet" activities,

| COMMENT: The current campaign of the

Austrian Government to weed Communists out of the police forces was
expected to meet with strong Soviet resistance, The charges against
the Viemna chief may be a case of retaliation. On 1 March the Soviet
commandant in the city of St. Poelten demanded the removal of two
local police officers on the grounds of their participation in wax
crimese The Austrian Interior Ministry refused to recognize the
suspensions, although it undertook the investigation of charges in
the case of one of the men, Both of the officers are on "official
leave”,
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ngn  JAPAN. Communist-Led Students to Demonstrate in April. Kyodo reports that
the Japan Communist Party apperently will make use of college students to
srread anti-imperislism and anti-Americanism during en "April Offensive".
The overall peace treaty and anti-resrmament issues will be tied in with
student gripes. Kyodo stetes that the Party, realizing its alienation from
the people, will attempt to work through the students rather than try to
exploit the local April elections. | | COMMENT: While
Communist "offensiveg" sometimes fail to materialize, Zengakuren, the
National Fedsration of Student Self-Government Associations, has instigated
a series of demonstrations twice within the past year. It is likely that
Zengekuren will attempt to get an offensive moving this spring since the
gconomic condition of Japan's students lends itself to Communist exploitation.

nen Bans on Communist Newspapers. "Central News" reports that over 1300
extfeme leftist newspapers have been banned by the Attorney General's Office
since 1% July 1950 when the original ban on AKAHATA, the official Japan
Communist Farty daily, was ordered. The latest ban hit JINMIN SHIMBUN
(People's News), generally reparded as the current successor to AKAHATA.

The ban was followed by raids on some 90 locations involved in printing and
distributing the JINMIN SHIMBUN which resulted in 27 arrests,
| | COMMENT: Initially the bens on various Communist publications
proved only partially effective, since any particular paper which was
suppressed, as in the case of AKAHATA, would reappear shortly under a dif-
ferent name. More effective suprression of the Communist press has been
effected as a result of the recent police policy of arresting and trying
key individnals,
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ITAIY., Communist Defectionist Group Issues New Manifesto, Communist
defectionist parliamentarians Magnani and Gucchi have issued a
manifesto for their new anti-Stalinist movement, stating that it
gtands for a free Italy run neither by the Soviet Union nor the
Western powers. The manifesto was addressed to "workers, peasants,
partisans and intellectuals®, It called on them to reassert their
confidence in a peace based on unity, liberty and democracy at home
and solidarity among the nations ready to defend themselves from

any aggression.

Cucchi and Magnani had previously explained their
position on foreign policy as follows: They are neutral regarding
the Atlantic Pact because this pact subordinates Italy to US policy
in, for example, a decision as to whether "Europe should be defended
along the Gothic Line of the Po Valley"., They are not, however,
anti-US as such, and they emphasize that in case of war they are
against the aggressor and would accept any alliance against him,

| COMMENT: It is to be expected that

the Magnani-Cucchi movement will eventually undertake a positive
support of the Atlantic Pact, The new manifesto appears to indicate
that the movement is operating separately from the Unitary Socialist
Party, with which it has had a working alliance in Parliament. As
anticipated | , this alliance seems
to be impeded by the projected unification of the Unitary Socialists
with the right-wing Socialist Party of Italian Workers,

BELGIUM. ' Unrest over Leopold Question Expectsd in Fall, According
To the conservative newspaper, De Nieuwe Gids, fierce agitation for
the formation of a coalition Government is expected in September,
when the Prince Royal ascends the throne. The paper adds that the
Government, which is now better armed, probably will not give in to

‘threats of political strikes, riots and sabotage as it did during

the strike action of July 1950, |

COMMENT: While the newspaperis barb seems aimed at the Socialists,
who recently combined the four Socialist movements in order to fight
the one-party Catholic Government, it seems unlikely that either of
the two major opposition parties-—the Socialist or the Liberal-——would
be willing to participate with the present Government, which controls
a majority in each house of Parliament. Some agitation, however, is
expected in September, although it probably will not by any means

~reach the serious proportions of last July. The Communists?! influence
.18 at present negligible, and they probably will not be able to obtain
Sdcidlist support in a strike solely for political purposes. Agitation

is also expected among the extreme pro-Leopold element in Flanders.
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npH UNITED KINGDOM. Cabinet Favors Consultation of ‘Chinese Communists
. on Japanese Peace Treaty. The Cabinet has decided that The Chinese
Communists should be consulted on the Japanese peace treaty, thus
rejecting the Foreign Office's proposed formula for evading the issue
25X1

COMMENT: By this decision the UK has reaffirmed a basic
policy governing i1ts relations with the Chinese Communists. For many
months the UK Government has maintained that the Peiping regime is
the proper international spokesman for Chinaj and the Commonwealth
Prime Ministers Conference in January went on record as favoring
Chinese Communist participation in Japanese peace treaty negotiations.
Recent indications of a tougher UK attitude toward Peiping remain
subordinate to this fundamental British position.
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31 March 1951

DEPUTY FOREIGN MINISTERS! CONFERENCE

nAn Fﬁrther Reactions to the New Soviet Proposals. In commenting on the

HGH

new Soviet proposal with regard to German demilitarization, Embassy
Moscow and the Chief of the US delegation agree that from the Soviet
viewpoint it represents a genuine concession. The Ewbassy notes that
the question of the demilitarization of Germany is no longer a separate
item slanted exclusively toward the Potsdam Agreement, and, although
still the first item for discussion, may now be considered in the con-
text of general tensions, Both the Embassy and the US delegation be-
lieve that the Soviet formulation of the demilitarization item should
be accepted since refusal could not be sufficiently justified to enlist
general support. If this step is taken the Chief of the US delegation
believes that the British and French will go along with sultable tactics
in firmly negotiating modificatign of other parts of the Soviet draft,

Subsequently, at the 30 March meeting the USSR introduced new queg-
tions conecerning the North Atlantic Treaty, US military bases _n Europe
and the Near East, and, in connection with discussion of the Satellite
and Italian peace treaties, "agreements of four powers concerning Germany
and Austria, including questions of de-Nazification and democratization
and of war criminals",

SECTION 2 (EASTERN)

CEYION. Ceylon Politics. On 28 March Home Minister Sir Oliver
Goonetilleke stated that he is increasingly worried over the outcome
of the next elections. He was recently recalled as Ceylon's High
Commissioner to London to assist in assuring the re-election of the
United National Party. He is ineclined to fear the elections may be
lost unless outside help is obtained, and mentioned Australia and the
US in this connection., Sir Oliver has stated that he is especially
waried o find that the Communists are meking serious inroads in the
rural areas which were formerly UNP strongholds. The government is
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postponing the elections until August 1952 even though, for strategic
reasons, an earlier dste may be announced, |
COMMENL: Sir Oliver's reputation]

wotld tend to lend some suspicion to his warning of Communist inroads
in Ceylon, since he is obviously aiming =t edditional US support amd since

. he is bullding himself up as & candidate for Prime Minister, There is,

however, other evidence to the effect that, despite the vigorous opposi-
tion of the present Prime Minister, the leftist movement has made serious
inroads into the ranks of government employees, ireluding teachers, If
the UNP should break up into its several component perts-~for example,

at the death of the present Prime Minister -~ there might develop a situ-
ation in which a leftist-dominated coalition could achieve control of the
government,

SECTION » (NESTERI‘J)

GIRMANY, Restrictions on Gerven Industry Are Relaxed, On 2 April, the
Allled High Commission in Bomn will transmit to Chancellor Adenauer

the revised sgreement on Prohibited and Limited Industries (PLI). 4An
accompanying letter will point out that the agreement, subject to re-
view no later than the ond of this year, relaxes the limitations on
German industry and will facilitate German production of items and
materials needed in the common defense of the West, For purposes of
defense, the High Commission will be willing to authorize German steel
production greater than the 11,1 million tons previously permitted.
Among other modifications, the restrictions on the size and speed of
German merchant ships are removed, as are the prohibitions on the pro-
duction of synthetic oil and rubber. Germans will no longer be requir-
ed to obtaln a license to manufacture machine tools, but they must re-
port the intended destination of each machine and the mumber of sueh
machines in Germeny, | COMMENT: The
Germars will greet this action with mild enthusiasm, while expressing
their desire for the complete removal of restrictions, Further steps,
however, are not likely to be taken by the Allies until West German
armed fTorces are in process of creation,

UNITED KINGDOM, Cabinet to Decide on Prescnting Defense Proposals to
Igypt. A Cabinet decision on presenting British Aefense proposals to
EBgypt will be made on 2 April, The proposals, drafted by the sritish
Joint Chiefs and the Foreign Office together, are thought by US Imbassy
London to include a phased evacuation of British troops from Egypt by
1956 and provisions for Britsin to obtain by lease certain rights in
the beses they presently occupy. In reaching its decision on this
questlon, the Cabinet must consider the recently demonstrated strength
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of Parliamentary opposition,especially within the Labor Party, to a
policy of making further concessions to Egypt. Therefore, Foreign
Office officials are uncertain asbout the fate of the proposals; but
they feel the Cabinet, not considering itself competent to eamend the
plan, will either approve it or drop it completely, The Foreign Office
also fears that Egypt may reject the British offer even if it is made,

COMMENT: The

refusal of the Cabinet to accept the proposals would mean the sacrifice
of a year's diplomatic efforts, and perhaps a very considerable further
delay in presenting defense proposals to Bgypt, since a pause now could
easily be interpreted in Egypt as lack of British good faith, Although
the Anglo-Egyptian treaty does not expire until 1956, a plen for the
future must be worked out soon, because the British will need time not
only to evacuate their troops but also to secure and construct other
facilities in the region for the troops now located in Egypt.

British Have No Plang to Station Naval Vessels Off Abadan, The UK
Foreign Office has informed US Embassy London that the cruiser Gambia
of the Mediterranean Fleet has been dispatched to Aden as a precaution
in event of trouble in southern Iran,but that there is al present no
indication that it will be sent into the Persiasn Gulf, The transfer,
which seems to have come as something of a surprise to the Foreign
Office, has been made to provide a replacement for the cruiser Mauritlus,
now baged on Ceylon and in need of repair, The frigates Flamingo and
Wild Goose, permanently statloned in the Persian Gulf, are currently at
Bahrein according to normal schedule and have not gone to Abadan as re-
ported in the press.. The Foreign Office believes that there is no immi-
nent danger in southern Iran but does not deny that it would use the
vessels to protect British lives. |

Cabinet May Review Policy on Spain, The Foreign Office has told
US Embasgy London that it is presently considering the desirsbility of
assoclating Spain in Western defense arrangements, that the Cabinet may
examine the question next week, and that the UK position will have to be
made public after Parliament reassembles on 3 April, if not before,
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